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Committee Members 
Michael Hennessey, Chairman 
Richard Murphy, Vice Chairman 
Andrew Do 
Gene Hernandez 
Steve Jones 
Michelle Steel 
 

Orange County Transportation Authority 
Headquarters 

550 South Main Street 
Board Room – Conf. Room 07 

Orange, California 
Wednesday, March 13, 2019 at 10:30 a.m. 

 
Any person with a disability who requires a modification or accommodation in order 
to participate in this meeting should contact the OCTA Clerk of the Board, telephone 
(714) 560-5676, no less than two (2) business days prior to this meeting to enable 
OCTA to make reasonable arrangements to assure accessibility to this meeting. 
 
Agenda descriptions are intended to give members of the public a general summary 
of items of business to be transacted or discussed.  The posting of the 
recommended actions does not indicate what action will be taken.  The Committee 
may take any action which it deems to be appropriate on the agenda item and is not 
limited in any way by the notice of the recommended action.  
 
All documents relative to the items referenced in this agenda are available for public 
inspection at www.octa.net or through the Clerk of the Board’s office at the OCTA 
Headquarters, 600 South  Main Street, Orange, California. 
 

Call to Order 
 

Pledge of Allegiance 
Director Hernandez 
 
1. Public Comments 
 

Special Calendar 
 
There are no Special Calendar matters. 
 

Consent Calendar (Items 2 through 8) 
 
All items on the Consent Calendar are to be approved in one motion unless a 
Committee Member or a member of the public requests separate action or 
discussion on a specific item. 
 
 2. Approval of Minutes 
 

Approval of the minutes of the Finance and Administration Committee 
meeting of February 13, 2019. 
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3. Local Agency Investment Fund - January 2019 
 Sean Murdock/Andrew Oftelie 
 
 Overview 
 

The Orange County Transportation Authority invests a portion of its liquid 
portfolio in the State of California Local Agency Investment Fund.  Each 
month, the State Treasurer’s office publishes a report detailing the 
composition of the pool.  The attached summary statements from the report 
are for the month ending January 2019.  The report has been reviewed and 
is consistent with the investment practices of the State Treasurer’s Office. 

 
 Recommendation 
 
 Receive and file as an information item.  
 
4. Orange County Treasurer’s Management Report - January 2019 
 Sean Murdock/Andrew Oftelie 
 
 Overview 
 

The Orange County Transportation Authority invests a portion of its liquid 
portfolio in the Orange County Investment Pool.  Each month, the               
Orange County Treasurer publishes a comprehensive report detailing the 
composition of the pool and the prevailing economic and market conditions.  
The attached Treasurer’s Management Report for the Orange County 
Investment Pool is for the month ending January 31, 2019.  The report has 
been reviewed and is consistent with the investment practices of the                
Orange County Treasurer. 
 

 Recommendation 
 
 Receive and file as an information item. 
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5. Orange County Transportation Authority Investment and              

Debt Programs - January 2019 
 Sean Murdock/Andrew Oftelie 
 
 Overview 
 

The Orange County Transportation Authority has a comprehensive 
investment and debt program to fund its immediate and long-term cash flow 
demands.  Each month, the Treasurer submits a report detailing investment 
allocation, performance, compliance, outstanding debt balances, and credit 
ratings for the Orange County Transportation Authority’s debt program.  This 
report is for the month ending January 31, 2019.  The report has been 
reviewed and is consistent with the investment practices contained in the 
 Investment Policy.  

 
 Recommendation 
 
 Receive and file as an information item.  
 
6. Local Transportation Fund Claims for Fiscal Year 2019-20 
 Sam Kaur/Andrew Oftelie 
 
 Overview 
 

The Orange County Transit District is eligible to receive funding from the 
Local Transportation Fund for providing public transportation services 
throughout Orange County. In order to receive these funds, the               
Orange County Transit District, as the public transit and community transit 
services operator, must file claims with the Orange County               
Transportation Authority, the transportation planning agency for               
Orange County. 

 
 Recommendation 
 

Adopt Orange County Transit District Resolution No. 2019-014 authorizing 
the filing of Local Transportation Fund claims, in the amounts of $164,730,028 
to support public transportation, and $8,733,198 for community transit 
services. 
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7. Environmental Mitigation Program Endowment Fund Investment Report 

for December 31, 2018 
 Sean Murdock/Andrew Oftelie 
 
 Overview 
 

The Orange County Transportation Authority has developed a              
Natural Community Conservation Plan/Habitat Conservation Plan, acquired 
conservation properties, and funded habitat restoration projects to mitigate 
the impacts of Measure M2 freeway projects.  California Community 
Foundation manages the non-wasting endowment required to pay for the 
long-term management of the conservation properties.  Each quarter, the 
California Community Foundation publishes a comprehensive report detailing 
the composition of the pool and its performance.  Attached is the quarterly 
investment report for the Endowment Pool for the period ending               
December 31, 2018.  The report has been reviewed and is consistent with 
the pool objectives. 

 
 Recommendation 
 
 Receive and file as an information item. 
 
8. Fiscal Year 2018-19 Second Quarter Budget Status Report 
 Anthony Baruch/Andrew Oftelie 
 
 Overview 
 

The Orange County Transportation Authority’s staff has implemented the 
fiscal year 2018-19 budget.  This report summarizes the material variances 
between the budget and actual revenues and expenses through the second 
quarter of fiscal year 2018-19.  
 

 Recommendation 
 
 Receive and file as an information item. 
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Regular Calendar 
 
9. Orange County Transportation Authority Internal Audit Department 

Peer Review 
 Janet Sutter 
 
 Overview 
 

An external quality assurance, or peer, review has been completed of the 
Internal Audit Department of the Orange County Transportation Authority. 
The peer review found that the Internal Audit Department’s quality control 
system was suitably designed and operating effectively to provide reasonable 
assurance of compliance with Generally Accepted Government Auditing 
Standards for the period January 1, 2016 through December 31, 2018. The 
peer review team also provided a management letter with two suggestions to 
further strengthen the internal quality control system. 
 

 Recommendation 
 

Direct the Internal Audit Department to implement the suggestions provided 
by the Association of Local Government Auditors in a letter dated                
February 7, 2019. 
 

Discussion Items 
 
10. Measure M2 Bond Pricing Summary 
 Sean Murdock/Andrew Oftelie 
 

Staff will present a summary to the Finance and Administration Committee on 
the pricing activities for the Measure M2 bonds. The bonds were priced on 
February 12, 2019 and closed on February 26, 2019. 

 
11. Chief Executive Officer's Report 
 
12. Committee Members' Reports 
 
13. Closed Session 
 

There are no Closed Session items scheduled. 
 
14. Adjournment 
 

The next regularly scheduled meeting of this Committee will be held at               
10:30 a.m. on Wednesday, March 27, 2019, at the Orange County 
Transportation Authority Headquarters, 550 South Main Street,               
Board Room - Conference Room 07, Orange, California. 
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Committee Members Present 
Michael Hennessey, Chairman 
Richard Murphy, Vice Chairman 
Andrew Do 
Gene Hernandez 
Steve Jones  
 
Committee Members Absent 
Michelle Steel 
 

Staff Present 
Ken Phipps, Deputy Chief Executive Officer 
Laurena Weinert, Clerk of the Board 
Gina Ramirez, Deputy Clerk of the Board  
James Donich, General Counsel 
OCTA Staff and Members of the General Public 

 

Call to Order 
 
The February 13, 2019 regular meeting of the Finance and Administration 
Committee was called to order by Committee Chairman Hennessey at 10:40 a.m. 
 

Pledge of Allegiance 
 
Director Jones led in the Pledge of Allegiance. 
 
1. Public Comments 
 

No public comments were received. 
 

Special Calendar 
 
2. Committee Meeting 2019 Schedule 
 

Committee Chairman Hennessey led a discussion regarding the Finance and 
Administration Committee’s proposed 2019 meeting dates and time as 
provided in Attachment A. 
 

 No action was taken on this item. 
 
3. Roles and Responsibilities of the Finance and Administration 

Committee 
 

Committee Chairman Hennessey provided opening remarks and encouraged 
new Committee Members to review the roles and responsibilities of the 
committee as new projects come up.   
 
No action was taken on this item. 
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Consent Calendar (Items 4 through 11) 
 
4. Approval of Minutes 
 

A motion was made by Committee Vice Chairman R. Murphy, seconded by 
Director Do, and declared passed by those present, to approve the minutes 
of the Finance and Administration Committee meeting of January 23, 2019. 
 

5. Audit Responsibilities of the Finance and Administration Committee 
 

A motion was made by Committee Vice Chairman R. Murphy, seconded by 
Director Do, and declared passed by those present, to approve the                
Audit Responsibilities of the Finance and Administration Committee as an 
information item. 
 

6. Agreed-Upon Procedures Performed with Respect to the               
National Transit Database Report for the Period July 1, 2017 through 
June 30, 2018 

 
This item was pulled by Committee Chairman Hennessey who inquired on 
the term “crosswalk” used in the letter from Vavrinek, Trine, Day & Co., LLP. 
 
Janet Sutter, Executive Director of Internal Audit, stated the term is commonly 
used in the audit industry and means to trace the figures to the respective                  
National Transit Database Reporting Forms back through the general ledger 
so there is no discrepancy. 

 
A motion was made by Committee Chairman Hennessey, seconded by 
Director Do, and declared passed by those present, to receive and file the 
Orange County Transportation Authority Agreed-Upon Procedures 
Performed with Respect to the National Transit Database Report for the 
Period July 1, 2017 through June 30, 2018, as an information item. 
 

7. Orange County Treasurer’s Management Report - December 2018 
 

A motion was made by Committee Vice Chairman R. Murphy, seconded by 
Director Do, and declared passed by those present, to receive and file as an 
information item. 
 

8. Approval of Local Transportation Fund Fiscal Year 2019-20 
Apportionment Estimates 

 
A motion was made by Committee Vice Chairman R. Murphy, seconded by 
Director Do, and declared passed by those present, to approve the                
Local Transportation Fund fiscal year 2019-20 apportionment estimates and 
authorize the Chief Executive Officer to advise all prospective claimants of 
the amounts of all area apportionments from the Orange County               
Local Transportation Fund for the following fiscal year. 
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9. Adopt the 2019 Investment Policy 
 

A motion was made by Committee Vice Chairman R. Murphy, seconded by 
Director Do, and declared passed by those present, to adopt the               
2019 Investment Policy. 
 

10. Consultant Selection for Real Property Management Services 
 

Committee Chairman Hennessey pulled this item to inquire on how many 
leases there are on the rail right-of-way property.  
 
James G. Beil, Executive Director of Capital Programs, responded that 
everything done on the rail right-of-way is a license.  He stated that the term 
license and lease are interchangeable on the rail right-of-way.   
 
A motion was made by Committee Vice Chairman R. Murphy, seconded by 
Director Do, and declared passed by those present, to: 
 
A. Approve the selection of Cal Pacific Land Services, Inc., as the firm to 

provide real property management services. 
 
B. Authorize the Chief Executive Officer to negotiate and execute 

Agreement No. C-8-1853 between the Orange County               
Transportation Authority and Cal Pacific Land Services, Inc., as the 
firm to provide real property management services, in the amount of 
$600,000, for a five-year term. 

 
11. Consultant Selection for the Preparation of Plans, Specifications, and 

Estimates for the 91 Express Lanes Toll Entrances Gantry 
Infrastructure Project 

 
A motion was made by Committee Vice Chairman R. Murphy, seconded by 
Director Do, and declared passed by those present, to: 

 
A. Approve the selection of Parsons Transportation Group, Inc., as the 

firm to prepare the plans, specifications, and estimates for the               
91 Express Lanes Toll Entrances Gantry Infrastructure Project.   

 
B. Authorize the Chief Executive Officer to negotiate and execute 

Agreement No. C-8-2107 between the Orange County                
Transportation Authority and Parsons Transportation Group, Inc., to 
prepare the plans, specifications, and estimates for the                 
91 Express Lanes Toll Entrances Gantry Infrastructure Project.   
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Regular Calendar 
 
12. 91 Express Lanes Update for the Period Ending December 31, 2018 
 

Kirk Avila, General Manager of Express Lanes Programs, provided a 
PowerPoint on the following: 
 

• State Route 91 Corridor; 

• Background; 

• Traffic Volumes Reach Historic Highs; 

• Toll Revenues Continue to Increase; 

• Outstanding Debt Totals $97.8 Million; 

• Number of Accounts and Transponders; and 

• Upcoming Events. 
 

A lengthy discussion ensued regarding the following: 
 

• Resistance with 6C sticker versus transponders; 

• Each vehicle on the account will receive a 6C sticker; 

• Increase in revenues due to more customers and usage; and 

• Reaching capacity during peak time of 3:00 p.m. to 6:00 p.m. 
especially on Thursday and Friday. 
 

Director Do expressed his concerns regarding enforcement of toll evasion 
and inquired if it would benefit the Orange County Transportation Authority 
(OCTA) to increase the budget for the California Highway Patrol (CHP) to 
provide additional enforcement services. 
 
Mr. Avila responded that staff is currently in discussions with the CHP                
for a new agreement to provide additional enforcement services on the                
91 Express Lanes (Express Lanes).   
 
Committee Chairman Hennessey inquired on the Express Lanes and general 
purpose lanes throughput. 
 
Mr. Avila stated that OCTA does not track the general purpose lanes, 
however, there have been 17.2 million trips routed onto the Express Lanes 
and that adds value to the general purpose lanes. 
 
Ken Phipps, Deputy Chief Executive Officer (DCEO), noted that the                  
Express Lanes revenues have provided improvements to the general 
purpose lanes throughput. 
 
Following the discussion, no action was taken on this receive and file 
information item. 
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Discussion Items 
 
13. Chief Executive Officer's Report 
 

Ken Phipps, DCEO, reported on the following: 
 

• Andrew Oftelie, Chief Financial Officer (CFO), and Sean Murdock,                 
Director of Finance and Administration, are in New York regarding the 
Measure M2 (M2) bonds for the Interstate 405 Improvement Project. 

 

• On Tuesday, February 19th at 10:00 a.m. OCTA will host a dedication 
event to mark the completion of the parking structure at the               
Orange Metrolink Station. 

 

• The M2 bonds for the Interstate 405 Improvement Project were issued 
for sale today.  Staff refinanced $43.5 million in outstanding debt at 
an aggregate interest rate of 3.14 percent, and this refinancing will 
save OCTA $2.58 million. 

 
14. Committee Members' Reports 
 

Committee Chairman Hennessey discussed the positive news regarding the 
M2 bonds this morning, on a telephone call, with Andrew Oftelie, CFO, in                
New York.  

 
15. Closed Session 
 

There were no Closed Session items scheduled. 
 
16. Adjournment 
 

The meeting adjourned at 11:11 a.m. 
 
The next regularly scheduled meeting of this Committee will be held at                
10:30 a.m. on Wednesday, February 27, 2019, at the Orange County 
Transportation Authority Headquarters, 550 South Main Street,                
Board Room - Conference Room 07, Orange, California. 
 

ATTEST 
 

Gina Ramirez 
Deputy Clerk of the Board 

 

Michael Hennessey 
Committee Chairman 
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March 13, 2019     
 
 
To: Finance and Administration Committee 
 
From: Darrell E. Johnson, Chief Executive Officer 
 
Subject: Local Agency Investment Fund - January 2019 
 
 
Overview 
 
The Orange County Transportation Authority invests a portion of its liquid 
portfolio in the State of California Local Agency Investment Fund.  Each month, 
the State Treasurer’s office publishes a report detailing the composition of the 
pool.  The attached summary statements from the report are for the month 
ending January 2019.  The report has been reviewed and is consistent with the 
investment practices of the State Treasurer’s Office. 
 
Recommendation 
 
Receive and file as an information item. 
 
Discussion 
 
As of January 31, 2019, the fair value including accrued interest of the  
Pooled Money Investment Account (PMIA) was $93,535,704,852 with an  
average monthly effective yield of 2.355 percent and a month-end weighted 
average maturity of 188 days.  The Local Agency Investment Fund (LAIF) is a 
component of the State of California PMIA. The month-end balance of LAIF was 
$22,449,336,492. The Orange County Transportation Authority’s month-end 
balance in LAIF was $10,544,129. 
 
The average monthly effective yield is the average of the daily yield for the 
month.  The yield is the income return on an investment, such as the interest 
received from holding a particular security. The yield is usually expressed as an 
annual percentage rate based on the investment's cost and current market 
value.    
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Summary 
 
The Orange County Transportation Authority is submitting a copy of the Local 
Agency Investment Fund statements and summary reports to the Finance and 
Administration Committee. The statements are for the month ending  
January 31, 2019. 
 
Attachment 
 
A. Local Agency Investment Fund – As of January 31, 2019 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Prepared by: 

 

 Approved by: 

 
Sean Murdock  Andrew Oftelie 
Director, 
Finance and Administration 
(714) 560-5685 

 Chief Financial Officer 
(714) 560-5649 

 









 

Orange County Transportation Authority 
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March 13, 2019 
 
 
To: Finance and Administration Committee 
 
From: Darrell E. Johnson, Chief Executive Officer 
 
Subject: Orange County Treasurer’s Management Report - January 2019 
 
 
Overview 
 
The Orange County Transportation Authority invests a portion of its liquid 
portfolio in the Orange County Investment Pool.  Each month, the Orange 
County Treasurer publishes a comprehensive report detailing the composition of 
the pool and the prevailing economic and market conditions.  The attached 
Treasurer’s Management Report for the Orange County Investment Pool is for 
the month ending January 31, 2019.  The report has been reviewed and is 
consistent with the investment practices of the Orange County Treasurer. 
 
Recommendation 
 
Receive and file as an information item. 
 
Discussion 
 
As of January 31, 2019, the book value of the Orange County Investment  
Pool (OCIP) Money Market Fund was $728,853,525 with a monthly gross yield 
of 1.97 percent and a month-end average days to maturity of 38 days.  The OCIP 
Extended Fund book value was $7,853,873,204 with a monthly gross yield of 
2.14 percent and a month-end average days to maturity of 389 days.  The 
Orange County Transportation Authority’s month-end balance in the OCIP was 
$171,317; the combined pool had a monthly gross yield of 2.10 percent and 
month-end average days to maturity of 329 days. 
 
The monthly gross yield is the average of the daily yield for the month.  The yield 
is the income return on an investment, such as the interest received from holding 
a particular security. The yield is usually expressed as an annual percentage 
rate based on the investment's cost and current market value.   
 
During January, there were three changes to the Treasurer’s Approved Issuer 
List. Berkshire Hathaway Inc., Berkshire Hathaway Finance, and Royal Bank of 
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Canada were removed from the Approved Issuer List. Both the Money Market 
Fund and the Extended Fund were in compliance at month-end.  Pages 26 
through 103 containing investment inventory are not included in the attachment.  
Copies of OCIP’s investment inventory reports are available upon request.   
 
Summary 
 
The Orange County Transportation Authority is submitting a copy of the Orange 
County Treasurer’s Management Report to the Finance and Administration 
Committee.  The report is for the month ending January 31, 2019. 
 
Attachment 
 
A. Treasurer’s Monthly Investment Report – January 31, 2019 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Prepared by: 

 

 Approved by: 

 
Sean Murdock  Andrew Oftelie 
Director, 
Finance and Administration  
(714) 560-5685 

 Chief Financial Officer 
(714) 560-5649 

 























































 

Orange County Transportation Authority 
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March 13, 2019 
 
 
To: Finance and Administration Committee 
 
From: Darrell E. Johnson, Chief Executive Officer 
 
Subject: Orange County Transportation Authority Investment and Debt 

Programs Report - January 2019 
 
Overview 
 
The Orange County Transportation Authority has a comprehensive investment 
and debt program to fund its immediate and long-term cash flow demands.  Each 
month, the Treasurer submits a report detailing investment allocation, 
performance, compliance, outstanding debt balances, and credit ratings for the 
Orange County Transportation Authority’s debt program.  This report is for the 
month ending January 31, 2019.  The report has been reviewed and is consistent 
with the investment practices contained in the Investment Policy.  
 
Recommendation 
 
Receive and file as an information item. 
 
Discussion 
 
As of January 31, 2019, the Orange County Transportation Authority’s (OCTA) 
outstanding investments totaled $1.67 billion.  The portfolio is divided into two 
managed portfolios:  the liquid portfolio for immediate cash needs and the  
short-term portfolio for future budgeted expenditures.  In addition to these 
portfolios, OCTA has funds invested in debt service reserve funds for the  
91 Express Lanes Program.  The weighted average book yield for the OCTA 
portfolio is 2.44 percent. 
 
The book yield measures the exact income, or interest, on a bond without regard 
to market price change.  The yield is the income return on an investment, such 
as the interest received from holding a particular security. The yield is usually 
expressed as an annual percentage rate based on the investment's cost and 
market value.  
 
OCTA’s debt portfolio had an outstanding principal balance of $695 million as of 
January 31, 2019.  Approximately 45 percent of the outstanding balance is 
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comprised of Measure M2 debt, 14 percent is associated with the 91 Express 
Lanes Program, and 41 percent is for the Transportation Infrastructure Finance 
and Innovation Act Loan. 
 
Summary 
 
The Treasurer is submitting a copy of the Orange County Transportation 
Authority Investment and Debt Programs report to the Finance and 
Administration Committee. The report is for the month ending  
January 31, 2019. 
 
Attachment 
 
A. Orange County Transportation Authority Investment and Debt Programs 

– For the Period Ending January 31, 2019. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Prepared by: 

 

Approved by: 

 
Sean Murdock  Andrew Oftelie 
Director 
Finance and Administration 
(714) 560-5685 

Chief Financial Officer 
(714) 560-5649 

 











































 

Orange County Transportation Authority 
550 South Main Street / P.O. Box 14184 / Orange / California  92863-1584 / (714) 560-OCTA (6282) 

March 13, 2019 
 
 
To: Finance and Administration Committee 
 
From: Darrell E. Johnson, Chief Executive Officer 
 
Subject: Local Transportation Fund Claims for Fiscal Year 2019-20 
 
 
Overview 
 
The Orange County Transit District is eligible to receive funding from the Local 
Transportation Fund for providing public transportation services throughout 
Orange County. In order to receive these funds, the Orange County Transit 
District, as the public transit and community transit services operator, must file 
claims with the Orange County Transportation Authority, the transportation 
planning agency for Orange County. 
 
Recommendation 
 
Adopt Orange County Transit District Resolution No. 2019-014 authorizing the 
filing of Local Transportation Fund claims, in the amounts of $164,730,028 to 
support public transportation, and $8,733,198 for community transit services. 
 
Background 
 
The Transportation Development Act (TDA) of 1971 established a funding 
source dedicated to transit and non-transit related projects. The funding source 
consists of two parts: the Local Transportation Fund (LTF), which is derived from 
a 1/4 cent of the current retail sales tax in Orange County, and the State Transit 
Assistance Fund, which is generated from the sales tax on diesel and funded 
through the Public Transportation Account.  
 
The LTF revenues are collected by the California Department of Tax and Fee 
Administration and returned monthly to local jurisdictions based on the volume 
of sales during each month.  In Orange County, the LTF receipts are deposited 
in the Orange County LTF account at the Orange County Treasury and 
administered by the Orange County Auditor-Controller. LTF receipts are 
distributed by the Orange County Auditor-Controller among the various 
administrative, planning, and program apportionments as specified in the TDA. 
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Discussion 
 
Section 6630 of the California Code of Regulations requires Orange County 
Transit District (OCTD) to file a claim with the Orange County Transportation 
Authority (OCTA) in order to receive an allocation from the LTF for providing 
public transportation services (Article 4 claims). Since the OCTA has previously 
designated the OCTD as the consolidated transportation service agency for 
Orange County, the OCTD is also required to file a claim with the OCTA in order 
to receive an allocation from the LTF for operating community transit services 
(Article 4.5 claims). The total amount of these claims for fiscal year 2019-20 
equals $173,463,226. 
 
Summary 
 
The LTF provides funds to the OCTD for public transit services. In order to 
receive these funds, the OCTD must file the appropriate LTF claims with the 
OCTA. Staff recommends the OCTA Board of Directors adopt the OCTD 
Resolution No. 2019-014 to authorize the filing of these claims. 
 
Attachment 
 
A. Resolution of the Orange County Transit District, Authorizing the Filing of 

Local Transportation Fund Claims  
 
 
 
 
 
 
 
 
 
Prepared by:    Approved by: 
 

 
 
Sam Kaur      Andrew Oftelie 
Department Manager, Chief Financial Officer,  
Revenue Administration Finance and Administration  
(714) 560-5889                                        (714) 560-5637   
 



ATTACHMENT A 

 RESOLUTION OF THE 
ORANGE COUNTY TRANSIT DISTRICT 

 
AUTHORIZING THE FILING OF 

LOCAL TRANSPORTATION FUND CLAIMS 
 
 WHEREAS, the Orange County Local Transportation Fund was created by the 

Transportation Development Act (SB 325:1971) to aid in meeting the public transportation 

and community transit needs that exist in Orange County; and 

 WHEREAS, the Orange County Transit District is submitting transportation claims 

for funds from the Orange County Local Transportation Fund; and 

 WHEREAS, the Orange County Transportation Authority has the authority to 

review claims and allocate such funds in accordance with the California Code of 

Regulations and the California Transportation Development Act. 

 NOW, THEREFORE, BE IT RESOLVED that the Board of Directors of the Orange 

County Transit District hereby requests the Orange County Transportation Authority to 

allocate funds to the Orange County Transit District for the purpose of providing the 

support of a public transportation system as described under the California Transportation 

Development Act, Article 4, and for funding community transit services as described 

under the California Transportation Development Act, Article 4.5. 

 BE IT FURTHER RESOLVED that the Orange County Transit District agrees to 

provide the Orange County Transportation Authority with such information as may be 

necessary to support these transportation claims. 

 
ADOPTED, SIGNED AND APPROVED this 25th day of March 2019. 
 
AYES:  
 
NOES: 
 
ABSENT: 
 
ATTEST: 
 
 
________________________________ ________________________________ 
 Laurena Weinert Tim Shaw, Chairman 
 Clerk of the Board Orange County Transit District 
 
OCTD Resolution No. 2019-014 
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March 13, 2019 
 
 
To: Finance and Administration Committee 
 
From: Darrell E. Johnson, Chief Executive Officer 
 
Subject: Environmental Mitigation Program Endowment Fund Investment 

Report for December 31, 2018 
 
 
Overview 
 
The Orange County Transportation Authority has developed a Natural 
Community Conservation Plan/Habitat Conservation Plan, acquired 
conservation properties, and funded habitat restoration projects to mitigate the 
impacts of Measure M2 freeway projects.  California Community Foundation 
manages the non-wasting endowment required to pay for the long-term 
management of the conservation properties.  Each quarter, the California 
Community Foundation publishes a comprehensive report detailing the 
composition of the pool and its performance.  Attached is the quarterly 
investment report for the Endowment Pool for the period ending  
December 31, 2018.  The report has been reviewed and is consistent with the 
pool objectives. 
 
Recommendation  
 
Receive and file as an information item. 
 
Background 
 
On September 26, 2016, the Board of Directors approved the selection of the 
California Community Foundation (CCF) as an endowment fund manager for the 
Measure M2 Freeway Environmental Mitigation Program.  Approximately  
$2.9 million on an annual basis will be deposited in the endowment.  As of  
December 31, 2018, the Orange County Transportation Authority has made 
three deposits to the Endowment Pool, each in the amount of $2,877,000.   
These annual deposits are expected to continue for ten to 12 years, or until the 
fund totals approximately $46.2 million. 
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Discussion 
 
As of December 31, 2018, total pool assets in the CCF Endowment Pool were  
$1.015 billion.  Total foundation assets were $1.66 billion.  Performance for the 
Endowment Pool was -4.3 percent for the month, 0.2 percent below the 
benchmark; -8.0 percent for the quarter, exceeding the benchmark by  
0.2 percent.  The one-year return was -4.8 percent, exceeding the benchmark 
by 1.6 percent. 
 
The balance as of December 31, 2018, was $8,568,159.  This balance is less 
than the projected balance of $9,097,957 due to the poor performance of equities 
in the fourth quarter of 2018.  Equities fell by more than ten percent in the fourth 
quarter based on volatility in the stock market due to uncertainty caused by trade 
disputes, rising interest rates and the slowing global economy. Despite the poor 
performance of equities in the fourth quarter the stock market rebounded in 
January.  Though not part of the fourth quarter results, based on the rebound of 
the stock market in January the endowment balance as of January 31, 2019, 
was $9,009,153, which puts the balance near the December 31, 2018 projected 
balance.   
 
The projected annualized cost for administration services for the endowment 
was 0.75 percent based on indications received during the due diligence 
process.  Based on the current balance of the endowment the cost for 
administration services is 0.25 percent. 
 
Summary 
 
The Orange County Transportation Authority is submitting a copy of the 
California Community Foundation Investment Report to the Board of Directors.  
The report is for the quarter ending December 31, 2018. 
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Fund Summary
V398 This Period 

10/01/2018 - 12/31/2018
Calendar YTD 

1/1/2018 - 12/31/2018

Opening Fund Balance $9,311,197.08 $6,220,553.14

Contributions 0.00 2,877,000.00

Investment Activity, net (743,038.31) (511,794.70)

Administration & Grant Management Fees 0.00 (17,599.67)

Net Changes to Fund (743,038.31) 2,347,605.63

Ending Balance $8,568,158.77 $8,568,158.77

FUND STATEMENT

10/1/2018 - 12/31/2018

OCTA - Measure M2 Environmental Mitigation Program 
Fund (V398)

Fund Name: OCTA - Measure M2 Environmental 
Mitigation Program Fund

Fund Start Date: 2/28/2017

Investment Pool(s): Endowment Pool

Investment Pool Performance as of 12/31/2018

Endowment Pool -8.0% -4.8% 5.9% 3.3% 7.4%

Social Impact Endowment Pool -8.1% -3.8% 5.1% 4.4% 7.9%

Conservative Balanced Pool 3.2% -0.1% 3.9% 3.4% n/a

Short Duration Bond Pool 1.5% 1.4% 1.4% n/a n/a

Capital Preservation Pool 0.6% 1.9% 1.0% 0.6% 0.6%

Endowment Pool - invested for long-term growth and appreciation while providing a relatively predictable stream of distributions 
that keeps pace with inflation over time. The target asset allocation is 50% equities, 14% hedge funds, 22% fixed income and 14% 
real assets. Investment management fees are 66 basis points.

Social Impact Endowment Pool - invested in a diversified pool aiming for capital growth for long-term grantmaking; underlying 
instruments undergo rigorous environmental and social analysis, with an asset allocation of approximately 60%-75% equities and 
25%-40% fixed income. Investment management fees are 68 basis points.

Conservative Balanced Pool - designed to aim for moderate growth and to offer diversified exposure to the U.S. equity market 
and to investment grade fixed income with maturities from one to five years and an asset allocation of 70% fixed income and 30% 
equities investments. Investment management fees are 9 basis points.

Short Duration Bond Pool - invested to offer diversified exposure to investment grade fixed income with maturities from one to 
five years for the purposes of grants over a near-term one to four year horizon. Investment management fees are 5 basis points.

Capital Preservation Pool - designed to preserve principal and provide liquidity for present grantmaking needs through investment 
in short-term fixed income and cash instruments. Investment management fees are 10 basis points.

ATTACHMENT A
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1 Month 3 Months 1 Year 3 Years* 5 Years* 10 Years*

Performance History

Endowment Pool Total Return Benchmark

Total Pool Assets

$1.015 billion (Endowment Pool), $1.66 billion (total foundation assets) as of December 31, 2018.

Pool Objective

Preserve the real (i.e., inflation-adjusted) purchasing power of the investment pool net of annual distributions for grants and expenses. An 
additional objective is to provide a relatively predictable, stable stream of distributions for grants and expenses that keep pace with inflation 
over time.

Investment Consultant

Meketa Investment Group

*Represents annualized returns.
1) Investment expense ratio approximates 0.63%, excluding fund manager incentive fees.
2) Investment performance is presented net of investment expenses, inlcuding fund manager incentive fees.
3) Total Fund Benchmark is a combination of: 50% MSCI ACWI / 14% HFR FOF / 14% S&P Real Assets Indx /  15% Barc Agg. / 7% Barc High Yield.
4) Short-term target allocation is over 2-5 years, long-term target allocation is over 5-10 years.

The Endowment Pool returned -4.3% for the month of December 2018, 20 basis points behind its benchmark. For the trailing year, the pool 
returned -4.8%, 160 basis points ahead of its benchmark.

December 2018
Endowment Pool I NVESTMENTS
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8.7%

51.0%

9.0%

13.0%

15.0%

7.0%

50.0%

14.0%

14.0%

18.0%

12.0%

41.0%

19.0%

10.0%

Rate Sensitive

Credit

Equity

Real Assets

Hedge Funds

Asset Allocation

Endowment Pool Actual Short-term Target Long-term Target

Updated 1/23/2019
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Orange County Transportation Authority 
550 South Main Street / P.O. Box 14184 / Orange / California  92863-1584 / (714) 560-OCTA (6282) 

March 13, 2018 
 
 
To: Finance and Administration Committee 
 
From: Darrell E. Johnson, Chief Executive Officer 
 
Subject: Fiscal Year 2018-19 Second Quarter Budget Status Report 
 
 
Overview  
 
The Orange County Transportation Authority’s staff has implemented the  
fiscal year 2018-19 budget.  This report summarizes the material variances 
between the budget and actual revenues and expenses through the second 
quarter of fiscal year 2018-19.  
 
Recommendation 
 
Receive and file as an information item. 
  
Background 
 
The Board of Directors (Board) approved the Orange County Transportation 
Authority (OCTA) Fiscal Year (FY) 2018-19 Budget on June 11, 2018. The 
approved budget itemized the anticipated revenues and expenses necessary to 
deliver OCTA’s transportation programs and projects. 
 
The balanced budget as originally approved by the Board in June was  
$1.31 billion.  Sources of funds were comprised of $1.07 billion in current FY 
revenues and $237.8 million in use of prior year designations. Uses of funds 
were comprised of $1.23 billion of current FY expenditures and $80.3 million of 
designations. 
 
The Board approved three amendments through the second quarter, increasing 
the expense budget by $132.8 million. These amendments brought the total 
working budget to $1.44 billion as summarized in Table 1 on the following page.  
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Discussion 
 
Staff monitors and analyzes revenues and expenditures versus the working 
budget. The Quarterly Budget Status Report (Attachment A) provides a 
summary-level overview of staffing levels and explanations for material  
budget-to-actual variances within each pertinent OCTA program. The OCTA 
programs included in Attachment A are Bus, Commuter Rail, 91 Express Lanes, 
Motorist and Taxi Services, and Measure M2 (M2). 
 
Total salaries and benefits underran the budget by $5.4 million.  This is due to 
vacancies OCTA-wide.  As a result, an underrun can be expected to continue, 
but can change slightly throughout the year based on future net vacancies. 
 
Table 2 on the next page provides a year-to-date snapshot of advances for both 
the Local Transportation Authority (LTA) M2 Program and Local Transportation 
Fund (LTF) Bus Program sales tax revenues against the budget through the 
second quarter.  For both programs, it is anticipated that sales tax for the second 
quarter will continue to be received over the next few months as the California 
Department of Tax and Fee Administration (CDTFA) continues to process sales 
tax allocations.  Staff is continuing to work with the CDTFA to ensure all sales 
tax receipts are accounted for and posted against the appropriate quarter.  
 
Based on advances posted to date, the year-end LTA M2 Program sales tax 
revenue is estimated to grow by 2.9 percent year-over-year in comparison to the 
budgeted growth rate of 3.7 percent.  LTF Bus Program sales tax revenue is 
estimated to grow by 2.2 percent year-over-year in comparison to the budgeted 
growth rate of 3.1 percent. The year-end estimated growth rate is currently 
forecasted to be lower than the budgeted growth rate, primarily due to the 
previous FY ending on a higher base.  On a comparative basis, had the  
previous FY finished in alignment with the FY 2017-18 budget, then the current 
year-over-year growth rate would be approximately 3.6 percent for the LTA  
M2 Program compared to the current budgeted growth rate of 3.7 percent and 
approximately 5 percent for the LTF Bus Program compared to the current 
budgeted growth rate of 3.1 percent. 

Table 1 - Working Budget

 Date Description Amount*

7/1/2018 Adopted Budget 1,305,861$ 

8/13/2018 Purchase of eight streetcar vehicles and spare parts 51,528        

9/24/2018 Construction of the OC Streetcar project 81,000        

10/22/2018 Administration of the OC Taxi Administration Program 251             

Subtotal Amendments 132,779      

Total Working Budget 1,438,640$ 

*in thousands
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Bus Program operating revenue overran the budget by $8.5 million, primarily 
due to the receipt of state transit operating assistance funds which were received 
earlier in the FY than anticipated. Other factors leading to the revenue overrun 
are greater than anticipated sales tax revenue and revenue from the sale of 
alternative fuel credits. Bus Program operating expenses underran the budget 
by $4 million, primarily due to staffing vacancies. Contributing to the underrun is 
contracted specialty services such as OC Flex and the Enhanced Mobility for 
Seniors and Disabled Persons program. These underruns are largely due to the 
timing of billing and are expected to diminish as the FY progresses. The 
underruns were slightly offset by a $2.3 million overrun in fuel expense.  Due to 
maintenance issues on a Southern California natural gas pipeline and higher 
demand for gas statewide, price increases for renewable natural gas were 
observed.  
 
Bus Program capital revenue overran the budget by $3.1 million due to state 
grant revenue received for the purchase of six 40-foot buses for a new Bravo! 
rapid transit route. State Low Carbon Transit Operations Program grant revenue 
associated with this project was budgeted in the prior FY, but received in the 
current FY. Capital expenses underran the budget by $0.6 million due to contract 
execution timing for a revitalization project at the Fullerton Transportation 
Center. This variance is anticipated to diminish once the encumbered contract 
is executed in the third quarter of this FY. 
 
Rail Program operating revenue overran the budget by $0.7 million primarily due 
to interest earned on investments in the cash account based on a large average 
monthly cash balance in the program fund. Operating expenses underran by 
$11.3 million, primarily due to contract execution timing with Southern California 
Regional Rail Authority (SCRRA) for OCTA’s annual portion of the Metrolink 
operating subsidy. The contract was executed in the second quarter, one quarter 
later than anticipated, causing invoice timing to be one quarter in arrears and 
contributing $9.6 million to the variance. However, this should normalize in the 
second half of the FY. Also contributing to the operating expense underrun is a 
$1 million variance associated with on-call design review services for the design 
phase of the Placentia Metrolink station project. Design review work cannot be 
initiated until a shared-use agreement is in place between SCRRA and 
Burlington Northern Santa Fe Railway, owner of the railway at the project 
location. The shared-use agreement is anticipated to be completed in the third 
quarter, and design review work can begin. 
 

Table 2 - Second Quarter LTA and LTF Sales Tax Revenue

Budget Actual $ Variance % Variance

LTA 164,277,836$      163,060,290$  (1,217,546)$     -0.74%

LTF 84,337,022$        85,762,756$    1,425,735$      1.69%
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Capital revenue for the Rail Program overran by $13.4 million due to receipt of 
grant funds which were budgeted in a prior FY for construction of the  
Orange Transportation Center parking structure project, Placentia Metrolink 
station project, and Laguna Niguel-San Juan Capistrano passing siding project. 
Capital expenses were aligned with the budget through the second quarter, 
coming within two percent of the budgeted amount. 
 
The 91 Express Lanes operating revenue overran by $0.8 million due to higher 
than anticipated toll violation fees collected. Operating expenses underran by 
$2.7 million due to the timing of a contract task order for back office support, as 
well as the timing of invoicing pertaining to the leasehold agreement for the 
customer service center and tow truck agreement with Riverside County 
Transportation Commission (RCTC). Additionally, as-needed services such as 
technical, strategic, and operations office support underran the budget.  
 
Capital revenue and expenses for the 91 Express Lanes Program each underran 
the budget by $0.8 million, primarily associated with the customer service center 
improvement project. The project is led by RCTC, and they have chosen to 
invoice OCTA at the end of the project in the next FY. However at the time of the 
budget development, billing for OCTA’s portion was anticipated at regular 
intervals. Due to the underrun in capital expenses, less capital revenue is 
needed to cover the expenses. The variances will continue throughout the 
balance of the FY. 

 
Actual revenue for the Motorist Services Program overran the budget by  
$0.1 million, or approximately two percent. The overrun is due to the timing of 
anticipated city contributions to the program received through the second 
quarter. This variance will diminish as the FY continues. Expenses for the 
program underran the budget by $0.4 million due to billing in arrears for tow 
service costs under the Service Authority for Freeway Emergencies. 
 
Expenses for the M2 Program underran the budget by $48.3 million, primarily 
due to lower than anticipated project payment requests from the cities and 
county for the Regional Capacity and Regional Traffic Signal Synchronization 
programs. Another cause of the underrun in M2 Program expenses  
is right-of-way acquisition and right-of-way support services for the  
Interstate 405 (I-405) Improvement Project being less than anticipated through 
the second quarter.  
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Summary 
 
Overall, revenue overran the budget by $57 million, primarily due to prior FY 
grant revenues received in the current FY. Operating expenses underran the 
budget by $61 million, primarily due to an underrun in contributions to local 
agencies based on lower than anticipated project payment requests and the 
quarterly Metrolink operating subsidy payment which occurred after the quarter 
closed. Capital expenses underran the budget by $23 million, primarily due to 
right-of-way acquisition expenditures for the I-405 Improvement project. Salaries 
and benefits underran by $5 million due to vacancies OCTA-wide. 
 
Attachment 
 
A. Quarterly Budget Status Report Second Quarter of Fiscal Year 2018-19 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Prepared by: 

 

Approved by: 

 
Anthony Baruch Andrew Oftelie 
Section Manager, 
Financial Planning and Analysis 
(714) 560-5332 

Chief Financial Officer, 
Finance and Administration  
(714) 560-5649 
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Quarterly Budget Status Report 

   Second Quarter of Fiscal Year 2018-19 

 

STAFFING 
A staffing plan of 1,353 full-time equivalent positions was 

approved by the Board of Directors (Board) for fiscal  

year (FY) 2018-19. At the end of the second quarter, 1,242 of 

these positions were filled, representing a vacancy rate of  

8.2 percent. 

Staffing Description Budget Filled Vacant % Vacancy

Coach Operators 639.0       585.0      54.0       8.5%

Maintenance 171.0       148.0      23.0       13.5%

TCU 37.0         35.0        2.0         5.4%

Union Subtotal 847.0       768.0      79.0       9.3%

Bus Operations Support 165.5       157.0      8.5         5.1%

Other Administrative 340.5       317.0      23.5       6.9%

Administrative Subtotal 506.0       474.0      32.0       6.3%

Total OCTA 1,353.0    1,242.0   111.0     8.2%  

TOTAL SALARIES AND BENEFITS 

Total salaries and benefits of $78.4 million were  

$5.4 million lower than the budget of $83.9 million. This 

variance is comprised of a $3.2 million underrun in Bus 

Program salaries and benefits, as well as a  

$2.2 million underrun in General Fund salaries and benefits. 

In both groups, the underruns are the result of vacant 

positions. 

Budget Actual $ Variance % Variance

Bus Program 54,404$   51,187$  3,217$   5.9%

General Fund 29,466     27,256    2,210     7.5%

Total 83,870$   78,443$  5,427$   6.5%  

PROGRAM VARIANCES 
Year-to-date material variances are listed below by 

program. All dollar amounts in tables are shown in 

thousands. 

Bus Program 

 

 Budget  Actual  $ Variance  % Variance 

Operating

Revenue 124,807$       133,281$      8,474$         6.8%

Expenses 119,416         115,445        3,971           3.3%
Net Operating 5,391$           17,837$        

Capital

Revenue 3,593             6,677            3,084           85.8%

Expenses 3,593             2,961            632              17.6%

Net Capital -$               3,716$           

Operating Revenue: Operating revenue for the Bus Program 

overran by $8.5 million, primarily due to early receipt of 

state transit operating assistance funds ($3.4 million), higher 

sales tax receipts ($1.4 million), better than expected 

revenue from the sale of alternative fuel credits ($1 million), 

ATTACHMENT A 
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and grant funds associated with administration of the 

Vanpool Program ($0.7 million).  

The $3.4 million overrun is tied to the receipt of state transit 

operating assistance revenues which were received earlier 

in the FY than anticipated. At the time of budget 

development, staff was unable to determine when the funds 

would be received, and so they were budgeted later in the 

FY. This variance will diminish as the FY continues. 

Local Transportation Fund (LTF) sales tax revenue 

contributed $1.4 million to the overrun through the second 

quarter of the FY.  LTF Bus Program sales tax revenue is 

estimated to grow by 2.2 percent year-over-year in 

comparison to the budgeted growth rate of 3.1 percent. The 

year-end estimated growth rate is currently forecasted to be 

lower than the budgeted growth rate due to the previous FY 

ending on a higher base.  On a comparative basis, had the 

previous FY finished in alignment with the FY 2017-18 

budget, then the current year-over-year growth rate would 

be approximately 5 percent compared to the current 

budgeted growth rate of 3.1 percent. 

Contributing to the overrun is $1 million due to sales of 

credits for operating an alternative fuel fleet of buses. 

Compared to the figures used for budgeting purposes of 

$112 per credit, a higher average per credit of $188 has been 

received through the second quarter of the FY which has led 

to an overrun. This variance is expected to continue 

throughout the FY. 

The $0.7 million overrun associated with the administration 

of the Vanpool Program is due to the timing of grant funds. 

In a prior FY, OCTA budgeted receipt of federal operating 

assistance funds to match the expenditures, but the funds 

were received in the current FY. 

Operating Expenses: The $4 million underrun in Bus Program 

operating expenses can be primarily attributed to salaries 

and benefits ($3.2 million) and contracted special service 

($0.8 million). 

Salaries and benefits underran the budget by $3.2 million.  

This is primarily due to vacant positions. The vacancy rate 

at the end of the second quarter was 9.8 percent for Bus 

Program union employees and 4.6 percent for Bus Program 

administrative employees.  

Contracted special services such as OC Flex micro-transit 

and the Enhanced Mobility for Seniors and  

Disabled (EMSD) Program contributed a total of $0.8 million 

to the underrun. A $0.4 million underrun for OC Flex service 

is due to the timing of invoicing from the service vendor. 

However, actuals are anticipated to align with the budget as 

the FY progresses. The EMSD Program is contributing  

$0.4 million to the underrun due to contract execution 

timing. Contract negotiations between OCTA and the 

agencies participating in the program led to invoices being 

held until the second half of the FY. This variance is 

anticipated to diminish as contracts are executed and 

expenditures are realized.  

One offsetting overrun to the variance was observed in fuels 

in the amount of $2.3 million. The primary driver of this 

overrun is price increases for renewable natural gas. This is 

due to maintenance issues on a Southern California gas 

pipeline, and higher demand for gas throughout the state. 

This item will likely continue to overrun for the remainder 

of the FY. 

Capital Revenue: Capital revenue overran the budget by 

$3.1 million. This is primarily due to state grant funds 

associated with the purchase of six buses for a new Bravo! 

bus route along Beach Boulevard. State Low Carbon Transit 

Operations Program grant revenue associated with this 

project was budgeted in the prior FY but received in the 

current FY. This variance is expected to remain throughout 

the FY. 

Capital Expenses: Capital expenses underran the budget by 

$0.6 million, due to contract execution timing for a 

revitalization project at the Fullerton Transportation Center. 

A request for bids to revitalize bus platforms and canopies 

was conducted in the first half of the FY but was postponed 

due to non-responsive bidders. A rebidding of the contract 

will take place in the second half of the FY, with an 

encumbered contract anticipated to be executed before the 

end of the FY. 

Rail Program 

 

 Budget  Actual  $ Variance  % Variance 

Operating

Revenue 22,214$         22,885$        670$            3.0%

Expenses 22,214           10,894          11,320         51.0%
Net Operating -$               11,990$        

Capital

Revenue 583                13,990          13,406         2298.2%
Expenses 470                464               5                  1.1%

Net Capital 114$              13,525$         

Operating Revenue: Rail Program operating revenue overran 

the budget by $0.7 million, primarily due to positive interest 

on investments for the program. This is due to a slightly 

larger average cash balance than originally anticipated 

during the budget development. 
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Operating Expenses: Rail Program operating expenses 

underran the budget by $11.3 million.  

The underrun is primarily associated with a $9.6 million 

underrun caused by contract execution timing with 

Southern California Regional Rail Authority (SCRRA) for 

the Metrolink operating subsidy payments. The funding 

agreement between OCTA and SCRRA for FY 2018-19 

annual operating subsidy was finalized and signed in the 

second quarter, one quarter later than anticipated. As a 

result, invoices were held until the agreement could be 

completed and are running one quarter in arrears. The 

variance should be resolved by the fourth quarter. 

Also contributing to the variance is a $1 million underrun 

associated with on-call design review services for the design 

phase of the Placentia Metrolink station project. The 

underrun is due to the timing of a shared-use agreement 

between SCRRA and Burlington Northern Santa Fe  

Railway (BNSF), which has not been finalized. The design 

review by BNSF will begin when the agreement is reached.  

The remainder of the underrun is primarily associated with 

public outreach and project management services for 

multiple rail projects which are utilized on an as-needed 

basis. Because the services are used as-needed, the 

frequency and magnitude of the services can be difficult to 

forecast. 

Capital Revenue: The $13.4 million overrun in Rail Program 

capital revenue can be attributed to reimbursements 

associated with the Orange Transportation Center parking 

structure project, Placentia Metrolink station project, 

Laguna Niguel-San Juan Capistrano passing siding project, 

and Anaheim Canyon Metrolink station project. State and 

federal capital grant funds for the right-of-way and 

construction phases of these projects were budgeted in a 

prior FY and received in the first half of the current FY based 

on eligible expenses. 

Capital Expenses: Rail Program capital expenses were 

aligned with the budget through the second quarter, coming 

within two percent of the budgeted amount of $0.5 million. 

 

 

 

 

 

 

 

91 Express Lanes Program 

 

 

 Budget  Actual  $ Variance  % Variance 

Operating

Revenue 28,049$         28,869$        820$            2.9%

Expenses 10,969           8,286            2,682           24.5%
Net Operating 17,080$         20,583$        

Capital

Revenue 875                79                 (796)            -90.9%

Expenses 875                79                 796              90.9%

Net Capital -$               -$               

Operating Revenue: The 91 Express Lanes operating revenue 

overran the budget by $0.8 million due to higher than 

anticipated toll violation fees collected. Due to the variable 

nature of this revenue source, it can be difficult to forecast. 

Operating Expenses: The 91 Express Lanes operating 

expenses underran the budget by $2.7 million. The 

underrun is primarily due to the timing of the back-office 

support contract task order, as well as, the timing of invoices 

pertaining to the Riverside County Transportation 

Commission (RCTC) leasehold agreement and tow truck 

agreement, totaling a $1.7 million variance. In addition,  

as-needed services such as technical, strategic, and 

operations office support underran the budget through the 

second quarter in the amount of $0.6 million. Staff 

anticipates these expenditures will increase as the FY 

progresses. 

Capital Revenue:  Capital revenue for the 91 Express Lanes 

Program underran the budget by $0.8 million and is directly 

tied to capital expenses. 

Capital Expenses: Capital expenses for the 91 Express Lanes 

Program underran the budget by $0.8 million primarily due 

to invoicing for customer service center improvements  

($0.5 million) and computer equipment ($0.2 million). 

The underrun of $0.5 million associated with customer 

service center improvements is due to invoices not being 

received in the current FY as expected. RCTC is the lead on 

this project, and at the time of budget development it was 

anticipated that OCTA would receive regular invoicing 

from RCTC. However, they now plan to invoice OCTA after 

the improvements are complete, which is anticipated to 

occur next FY.  
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The underrun of $0.2 million for computer equipment is 

associated with the 6C transponder project led by RCTC. 

Billing is anticipated to be received later in the FY. 

Motorist Services Program 

 

 Budget  Actual  $ Variance  % Variance 

Operating

Revenue 2,838$           2,904$          65$              2.3%

Expenses 2,838             2,473            365              12.9%

Net Operating -$               431$              

Operating Revenue: Operating revenue for the Motorist 

Services Program overran the budget by $0.1 million, or 

approximately two percent. The overrun is due to the timing 

of city contributions to the Orange County Taxi 

Administration Program received through the second 

quarter. This variance will diminish as the FY continues. 

Operating Expenses: Operating expenses for the Motorist 

Services Program underran the budget by $0.4 million. The 

underrun is entirely associated with the Service Authority 

for Freeway Emergencies.  This is primarily due to tow 

service costs for Freeway Service Patrol. Invoices 

anticipated to be paid by the end of the second quarter will 

be paid in the third quarter.  

M2 Program 

 

Revenue: M2 Program sales tax revenue underran the 

budget by $1.2 million through December 2018. Based on 

advances posted to-date, the year-end M2 Program sales tax 

revenue is estimated to grow by 2.9 percent year-over-year 

in comparison to the budgeted growth rate of 3.7 percent. 

The year-end estimated growth rate is currently forecasted 

to be lower than the budgeted growth rate due to the 

previous FY ending on a higher base.  On a comparative 

basis, had the previous FY finished in alignment with the 

 FY 2017-18 budget, then the current year-over-year growth 

rate would be approximately 3.6 percent compared to the 

current budgeted growth rate of 3.7 percent. However, it is 

anticipated that sales tax for the second quarter will 

continue to be received over the next few months as the 

California Department of Tax and Fee Administration 

(CDTFA) continues to process sales tax allocations.  Staff is 

continuing to work with the CDTFA to ensure all sales tax 

receipts are accounted for and posted against the 

appropriate quarter. 

 

Mode Budget Actual $ Variance % Variance

Streets & Roads 68,716           44,979          23,737         34.5%

Freeways 39,155           17,254          21,902         55.9%

Debt Service 10,315           10,315          0                  0.0%

Administration 4,502             3,707            796              17.7%

Transit 5,329             3,438            1,891           35.5%

Total 128,018$       79,692$        48,325$       37.7%  

Expenses: The M2 Program expenditures underran the 

budget by $48.3 million. Streets and Roads contributed  

$23.7 million to the underrun due to lower than anticipated 

project payment requests from the cities and county for the 

Regional Capacity and Regional Traffic Signal 

Synchronization programs. Freeways contributed  

$21.9 million to the underrun, primarily due to right-of-way 

acquisition and support services for the I-405 Improvement 

project. Transit contributed $1.9 million to the underrun, 

primarily due to actual as-needed rail program support 

services which were lower than anticipated. Typically,  

as-needed expenses can be difficult to project. M2 Program 

administration expenses contributed $0.8 million to the 

underrun due to lower debt issuance services, advisor fees, 

federal compliance advisory services, and M2 technical 

support staff services through the second quarter than 

budgeted.  
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March 13, 2019 
 
 
To: Finance and Administration Committee 
 
From: Darrell E. Johnson, Chief Executive Officer 
 
 Janet Sutter, Executive Director 
 Internal Audit Department 
 
Subject: Orange County Transportation Authority Internal Audit Department 

Peer Review 
 
 
Overview 
 
An external quality assurance, or peer, review has been completed of the 
Internal Audit Department of the Orange County Transportation Authority. The 
peer review found that the Internal Audit Department’s quality control system 
was suitably designed and operating effectively to provide reasonable 
assurance of compliance with Generally Accepted Government Auditing 
Standards for the period January 1, 2016 through December 31, 2018. The 
peer review team also provided a management letter with two suggestions to 
further strengthen the internal quality control system. 
 
Recommendation 
 
Direct the Internal Audit Department to implement the suggestions provided by 
the Association of Local Government Auditors in a letter dated 
February 7, 2019. 
 
Background 
 
Generally Accepted Government Auditing Standards (GAGAS), issued by the 
United States Government Accountability Office, set professional standards for 
the performance of government audits. One of the GAGAS standards is that 
audit departments undergo an external quality assurance, or peer, review once 
every three years. Internal audit departments may either engage an 
independent audit firm to have the peer review performed, or participate in a 
peer review program of a recognized professional association. 
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The Internal Audit Department (Internal Audit) of the Orange County 
Transportation Authority (OCTA) sought the assistance of the Association of 
Local Government Auditors (ALGA) to perform the peer review.  ALGA’s peer 
review program is well developed and is rotational in nature. By volunteering 
on peer review teams of other agencies, Internal Audit received this reciprocal 
peer review at minimal cost to OCTA.   
 
The peer review was performed during the week of February 4, 2019. 
 
Discussion 
 
The peer review process began a few months prior to the site visit.  Internal 
Audit worked with an ALGA peer review coordinator to schedule the review. 
The coordinator solicited volunteers nationally and evaluated those volunteers’ 
independence with regard to OCTA and Internal Audit personnel. The peer 
review team assembled for OCTA’s peer review included the City Auditor of 
Denton, Texas and an Assistant City Auditor from the City of Dallas, Texas. 
 
Prior to the site visit, the peer review team was provided with Internal Audit’s 
policies and procedures manual, organizational chart and staff information, 
OCTA background information, an inventory of all audits completed during the 
three year period, and a description of Internal Audit’s quality control system.  
 
Once on site, the peer review team conducted interviews of staff, reviewed 
audit workpapers, reports, quarterly audit plan updates, and other documents 
produced by Internal Audit. The peer review team also evaluated Internal 
Audit’s independence and reviewed staff training records. 
 
The peer review team concluded that Internal Audit’s quality control system 
was suitably designed and operating effectively to provide reasonable 
assurance of compliance with GAGAS for the period January 1, 2016 through 
December 31, 2018. The report on compliance with GAGAS can be found at 
Attachment A. 
 
In addition to issuing its report on compliance with GAGAS, the peer review 
team provided Internal Audit with a management letter (Attachment B).  The 
peer review team recognized Internal Audit for its organized and easy to follow 
audit workpapers, its well-documented policies and procedures, and its highly 
skilled and experienced staff members. Also, the team recognized OCTA 
management and the Chairman of the Finance and Administration Committee 
for their appreciation of the Internal Audit function.  
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The peer review team also provided two recommendations related to the 
inclusion of language in audit reports to indicate the evaluation of internal 
controls and inclusion of language to communicate the nature of Internal 
Audit’s role when participating in annual Bus Base Inspections. Internal Audit 
agreed and has revised audit report templates and the agreement with 
management for participation in bus base inspections to include these 
recommended disclosures. Internal Audit’s complete response can be found at 
Attachment C. 
 
Summary 
 
A peer review has been completed of Internal Audit. The peer review found 
that Internal Audit’s quality control system was suitably designed and operating 
effectively to provide reasonable assurance of compliance with GAGAS for the 
period January 1, 2016 through December 31, 2018. The peer review team 
provided two suggestions to further strengthen the internal quality control 
system. 
 
Attachments 
 
A. External Quality Control Review Orange County Transportation Authority 

Internal Audit Department 
B. Letter from Umesh Dalal, CPA, CIA and Bob Smith, CPA, to Janet Sutter, 

Executive Director of Internal Audit, dated February 7, 2019 
C. Letter from Janet E. Sutter, Executive Director, Internal Audit, to ALGA 

Peer Review Team Leader Umesh Dalal, City Auditor, dated 
February 8, 2019 

 
 
 
 
 
 
 
Approved by: 

 

 
 
 
 

Janet Sutter  
Executive Director, Internal Audit 
714-560-5591 
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Measure M2 Bond 
Pricing Summary



Transaction Timeline

2

Date Event

July 26, 2017 Date of Financing Close for the TIFIA Loan and Lines of Credit

November 11, 2018 Select Underwriting Syndicate

January 28, 2019 Board Approval of Transaction

January 29, 2019 Rating Agency Meetings
• Fitch
• S&P
• Moody’s (courtesy meeting)

February 5, 2019 Post Preliminary Official Statement

February 6/7, 2019 Receive Ratings 
• Fitch: AA+
• S&P: AA+

February 12, 2019 Bond Pricing

February 26, 2019 Closing

TBD Following Closing Termination of LOC



Series 2019 Bond Issuance Overview

• Total bond proceeds of $443.5 million

• Ten-year optional par call provision

• All-In true interest cost of 3.14%

• Average annual debt service: $28.3 million

• Refunding of $43.5 million of 2010 Series A bonds saved $2.6 million

3



Measure M2 Bonds Debt Service Overview

Series 2019

Average annual debt service: $28 million

Series 2010 A & B

Average annual debt service*: $23 million

Total Measure M2

Average annual debt service*: $52 million

4

*Gross debt service. Series 2010 A subject to BABs subsidy. 
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Summary of Orders

• The underwriting syndicate was led by: 

• Bank of America Merrill Lynch (BAML)
as Senior Manager 

• Citigroup as Co-Senior Manager, and 

• Barclays, Goldman Sachs, J.P. Morgan, 
and Stifel as Co-Managers

• The final total dollar amount of orders 
received was $824,295,000

• While total dollar amount of orders 
exceeded par, there was significant 
investor demand and oversubscription in 
some maturities and undersubscription in 
others

5

2%

38%

34%

26%

Total Orders

California Individual Retail

National Individual Retail *

Professional Retail

Institutional

Stock

* Less than 1%

Amount            
($ Thousands) Percentage

California Individual Retail 14,630 2%

National Individual Retail * 155 < 1%

Professional Retail 310,600 38%

Institutional 281,550 34%

Stock 217,360 26%

Total 824,295 100%



Refunding of 2010 Series A

6

• Bond issuance included the refunding of the serial portion of the 2010 Series A 
bonds, totaling $43,540,000 in par

• The refunding resulted in Net Present Value savings of $2,584,394.94 and 5.94% 
NPV Savings of the Refunded par amount
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OCTA Historical Pricing

Issuance True Interest Cost Average Life

1992 Measure M1 Bonds 5.99% 10.9 Years

1994 Measure M1 Bonds 4.94% 10.1 Years

1997 Measure M1 Bonds 5.06% 11.9 Years

1998 Measure M1 Bonds 4.58% 7.9 Years

2001 Measure M1 Bonds 4.70% 6.6 Years

2003 91 Express Lanes Bonds 4.43% 16.6 Years 

2010 Measure M2 Bonds 4.33% 19.1 Years

2013 91 Express Lanes Bonds 3.83% 10.2 Years

2019 Measure M2 Bonds 3.14%* 13.3 Years

7

*Represents All-In TIC.
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